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Other property tax provisions

The budget act exempts from property tax the portion of the value of unimproved land
subdivided for residential development that is in excess of the fair market value of the property
from which that land was subdivided, indicated by the most recent sale price. The exemption is
apportioned according to the relative value of each subdivided parcel, and does not apply to land
included in a TIF project. Any development property that is no longer used as farmland cannot
continue to be valued as such for property tax purposes. H.B. 33 authorizes the exemption for up
to eight years, or until construction begins or the land is sold. This provision could result in loss
of revenue to school districts and other units of local government. Tax revenue losses might range
into the low millions of dollars statewide but appear indeterminate. The change will have no
direct fiscal effect on the state.

An uncodified provision of H.B. 33 authorizes the owner of property currently subject to
a ten-year property tax exemption for remediated brownfield development land to temporarily
apply for an abatement or refund of taxes assessed on the property in tax years 2020 and 2021
that would not have been assessed had the property been subject to that exemption for those
years. The property only qualifies if the owner was issued a covenant not to sue by the Ohio
Environmental Protection Agency in 2020 based on the owner’s remediation activities. The
provision shortens the exemption’s duration by two years to account for the two years of
abatement, if the abatement is obtained. The abatement could result in tax revenue losses of
$450,000, according to one report, possibly more if additional properties are affected, however,
LBO has not verified this figure.

H.B. 33 allows county auditors to accept real property and manufactured home
conveyance forms electronically. The provision can be expected to reduce costs of county
auditors.

The budget act authorizes the second and third publication of a notice of an impending
property tax foreclosure action to be made online, provided the notice’s first publication
continues to be made in a newspaper of general circulation. It specifies that existing abbreviated
newspaper publication procedures for government notices apply to the publication of a property
tax foreclosure notice if the second and third publication of the notice continues to be made in a
newspaper. The change is expected to result in cost savings for counties.

H.B. 33 prohibits park district property from being included in a special improvement
district (SID), similar to the continuing exclusion for county, township, municipal, state, and
federal property, unless the park district consents to its inclusion. The provision shields park
districts from special assessments by SIDs. The act also authorizes a park district to renew,
increase, or decrease its existing voted property tax levy, as is authorized for most other types of
property tax levies.

The budget act requires the Tax Commissioner to prescribe a formula for uniformly
valuing federal subsidized rental housing that takes into account a property’s operating income
and expenses and a uniform capitalization rate. It requires the owner of such property to report
the property’s operating income and expenses to the county auditor of the county in which the
property is located in each reappraisal and update year for the purpose of applying this formula.
It prescribes presumptive amounts to be used in the formula for certain income and expenses
that are a percentage of gross potential rent or operating income, which may be exceeded by a
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property’s actually reported amounts. It sets a minimum total value for such property of the
greater of 150% of the unimproved land value or $5,000 per dwelling unit. It removes a provision
in prior law explicitly authorizing a county auditor to value low income housing tax credit property
by employing the income approach, cost approach, or comparable sales approach. These changes
will have an indeterminate effect on local property tax revenues.

Municipal income tax

The budget act exempts income of individuals under 18 years of age from municipal
income taxation. The exemption may decrease income tax receipts to some municipalities. Prior
law authorized only certain municipal corporations to grant such an exemption.

The budget act allows businesses with remote employees or owners to use a modified
municipal income tax apportionment formula with respect to net profits attributable to the
activities of those employees and owners. It allows the use of the modified formula for taxable
years ending after 2023 and thereafter. Some municipalities may gain revenue and some may
lose, depending on business decisions. Statewide municipal income tax revenue may fall if
businesses choose to locate their qualifying reporting locations in jurisdictions with lower, or no,
municipal income taxes.

H.B. 33 provides an additional, automatic one-month extension for municipal income tax
returns of business entities that have received a six-month federal extension. Prior law provided
the same extended deadline as for federal filings. An extension of time to file is not an extension
of time to pay any tax due, unless the tax administrator grants an extension of time to pay.

The act also corrects a cross reference in municipal income tax law governing the
deduction of net operating losses.

Lodging tax
Lodging tax exemption and financing: headquarters hotel

H.B. 33 authorizes a county with a population greater than 800,000 (Cuyahoga, Franklin,
and Hamilton) that levies a lodging tax or a municipality in such county to exempt wholly or
partially from county and municipal lodging taxes a hotel that has been designated as the
“headquarters hotel” for a convention center. It limits the lodging tax that may be so diverted to
just the tax levied by the designating county or municipality. It allows the exemption-granting
municipality or county to require payments in lieu of taxes from the headquarters hotel equal to
the amount of exempted taxes, to be remitted to the municipality, county, or a convention
facilities authority, port authority, or agent thereof, and used to finance facilities associated with
the headquarters hotel. The act prohibits the designation of a hotel which has not furnished
lodging to guests before its designation from being considered to result in a diminution of the
rate or revenue of the lodging tax. (Continuing law, in some instances, prohibits laws from making
such a diminution if lodging tax-backed bonds and notes are outstanding.) It authorizes the
municipality or county, or a port authority, to enter into an agreement with the headquarters
hotel operator whereby the operator will make binding payments to ensure sufficient funds for
the completion of such facilities. These changes may result in a reduction in lodging tax receipts
for eligible counties and municipalities.
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Lodging tax: convention, entertainment, and sports facilities

The budget act authorizes a county with a population between 800,000 and 1 million
(Hamilton County) to levy an additional 1% lodging tax to fund the acquisition, construction,
renovation, expansion, maintenance, operation, or promotion by a convention facilities
authority, convention and visitors’ bureau, or port authority of a convention, entertainment, or
sports facility. The sports facilities that may be funded by the additional lodging taxes are limited
to those intended to house a Major League Soccer (MLS) team. The county is allowed to
repurpose a portion of the revenue from its existing lodging taxes (its 3% general lodging tax and
its special 3.5% convention center tax) for those same purposes. Hamilton County’s 6.5% lodging
tax raised about $12.6 million in calendar year 2021; based on this, an additional 1% could be
expected to raise about an additional $1.9 million.

H.B. 33 authorizes Cincinnati to repurpose a portion of the revenue from its existing
general lodging tax to fund the acquisition, construction, renovation, expansion, maintenance,
operation, or promotion by a convention facilities authority or port authority of a convention,
entertainment, or sports facility for MLS. Cincinnati may also repurpose a portion of the revenue
from its 1% special convention center lodging tax for those same purposes. Cincinnati is allowed
to pledge such revenue to a convention facilities authority, port authority, or Hamilton County to
pay such costs.

Other lodging tax provisions

The budget act authorizes counties in which an agricultural society owns a facility used to
conduct an annual harness horse race with at least 40,000 in attendance (Delaware County), or
port authorities in such counties, to issue bonds backed by proceeds from an existing or renewed
special 3% lodging tax authorized for such a county to finance permanent improvements at
fairground sites. Delaware County’s 6% lodging tax raised $1.69 million in calendar year 2021,
implying that 3% raised about $0.84 million.

H.B. 33 authorizes a county to use a portion of the revenue from its 3% general lodging
tax to fund public safety services in a municipality or township designated as a resort area (i.e.,
where at least 62% of the housing units are for seasonal, recreational, or occasional use, and
where there are seasonal peaks of employment and demand for government services, among
other similar requirements). Certain Lake Erie islands are the only currently designated resort
areas in Ohio.

Motor fuel tax and motor fuel use tax

H.B. 33 imposes personal liability for the motor fuel use tax on individual owners,
employees, officers, and trustees who are responsible for reporting and paying the tax for a
taxpayer. This may result in increased collection of fuel use taxes.

The budget act authorizes townships to use motor fuel tax (MFT) revenue to purchase
buildings suitable for housing road machinery and equipment. Prior law authorized them to use
such revenue only for planning, constructing, and maintaining such buildings.

The transportation budget, H.B. 23, requires the Treasurer of State, on the last day of
each month of the biennium, to deposit the first 2% of MFT receipts for the preceding calendar
month to the credit of the Highway Operating Fund (Fund 7002) after transfers to the Tax Refund
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Fund, but before other distributions required in continuing law. This provision is expected to
result in about $24 million per fiscal year in net revenue gain to Fund 7002 and offsetting revenue
loss of the same amount to local governments, primarily, but also to other state funds.

An uncodified provision of H.B. 23 continues, for the FY 2024-FY 2025 biennium, a
temporary reduction in MFT credits, in which a temporary motor fuel tax evaporation allowance
is set for motor fuel distributors to 1% (less 0.5% of the gallonage sold to retailers), and at 0.5%
for retail dealers. This provision increases the amount of MFT revenue that will be retained by
the state and subsequently distributed to local governments and applicable state agencies,
compared to codified law. Under codified law, the percentage of allowance for distributors is 3%
(less 1% of the gallonage sold to retailers), and for retail dealers the percentage of shrinkage
refund is 1% of total MFT paid on fuel purchased during each of the semiannual filing periods.
The transportation budget also requires the OBM Director to transfer cash, in equal monthly
increments totaling $166,055,868 in FY 2024 and $168,885,288 in FY 2025, from the Highway
Operating Fund (Fund 7002) to the Gasoline Excise Tax Fund (Fund 7060) and requires the
transferred amounts be distributed to municipal corporations (42.86%), counties (37.14%), and
townships (20.0%).

Vetoed provisions

The Governor vetoed several tax-related provisions of H.B. 33, including provisions that
would have:

1. Suspended inflation indexing of income tax brackets and exemptions after tax year 2024,
and required the Tax Commissioner to determine the amount by which the tax levied on
the first $26,050 of income, for taxpayers with higher incomes, could be reduced each
year to offset the revenue generated by suspending the inflation adjustments for that
year;

2. Required that the Tax Commissioner, each year beginning in 2024, reduce withholding
rates by amounts such that the estimated reduction in total withholding tax collections
for that year equals the amount of Budget Stabilization Fund investment earnings
credited to the GRF in the previous fiscal year under another provision of the budget act
that he vetoed;

3. Required that the sales tax holiday expanded by the budget act be held on at least
14 consecutive days, beginning August 1, 2024;

4. Specified that a provision exempting from sales tax construction materials and services
sold or rented to government entities was a remedial measure intended to clarify existing
law and applied to all cases pending on a petition for reassessment or on further appeal,
or transactions subject to an audit by the Department of Taxation;

5. Annually indexed for inflation gross receipts amounts that are excluded from taxation
under the CAT following an increase in that amount to $6 million in 2025 (which was not
vetoed by the Governor), and modified the definition of an “excluded person” for
purposes of the CAT;
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6. Exempted from the state tax on nicotine vapor products the receipt of vapor products by
a manufacturer or importer who only sells vapor products to other distributors or
purchasers outside of the state, and storage, use, or consumption of vapor products held
by such a manufacturer or importer for sale outside the state;

7. Allowed a wholesaler or distributor to obtain a refund of excise taxes on cigarettes, other
tobacco products, and nicotine vapor products remitted on bad debts arising from the
sale of those products and charged off on or after January 1, 2024;

8. Would have included out-of-state workers who reside within 50 miles of Ohio and are
members of certain labor organizations as “Ohio-domiciled” employees, for purposes of
calculating the ratio of Ohio-domiciled full-time equivalent employees in determining
whether a project is a qualified clean energy project.

TAX/zg
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